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NO  SURFACE  USE 
PAID  UP  OIL  AND  GAS  LEASE 

THIS  LEASE  AGREEMENT  (this  "Lease")  is  made  as  of  the2£2_  day  of    ^oory^  2008  between  the 

CUudette  L  and  Leonard  Bruce  Watson,  whose  address  is  4235  Brook  Tree  Dr,  Fort  Worth,  TX  76109,  as  Lessor,  and 
XTO  Energy  Inc.,  whose  address  is  810  Houston  Street,  Fort  Worth,  Texas  76102,  as  Lessee. 

1 .  Leased  Premises.  In  consideration  of  a  cash  bonus  paid  upon  execution  of  this  Lease,  and  the  covenants  herein 
contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  land  described  on  Exhibit  "A"  attached  hereto  (the 
leased  premises  )  in  Tarrant  County,  Texas  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by 
reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas.  For 
purposes  of  this  Lease,  oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements 
produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and  other  liquid  and  gaseous  hydrocarbons  produced 
through  a  well  bore.  Gas  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as  well  as  hydrocarbon  gases 
Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other  like  minerals.  The  leased  premises  shall  include  all 
strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to  execute  at  Lessee's  request 
any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or  accurate  description  of  the  leased 
premises  In  the  event  Lessor  owns  any  additional  acreage  than  that  for  which  bonus  was  originally  paid,  Lessee  shall  pav 
additional  bonus  at  the  rate  per  acre  on  which  bonus  was  originally  paid  when  this  Lease  was  acquired.  For  the  purpose  of 
determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  specified  on  Exhibit  "A"  shall  be 
deemed  correct,  whether  actually  more  or  less. 

i .  2'  k  n^Tc  Th!S  LeaS/^S  a  <£fid  UP"  'eaSe  recmirinS  no  rentaIs-  Su*>ject  to  the  other  provisions  contained  herein,  this 
Lease  shall  be  for  a  term  of  three  (3)  years  from  the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  eas 
or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled 
therewith,  or  this  Lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.     EoyaKy.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be 
twenty  six  percent  (26%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's  credit 
at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such 
production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the 
same  held  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity*  and 
(b)  tor  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  twenty  six  percent  (26%) 
of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale,  less  a  proportionate  part  of  ad  valorem 
taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted  unaffiliated  third  party  deductions  described 
below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing  wellhead  market 
price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field 
then  m  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on 
the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder.  If  at  the  end  of  the 
primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of 
producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but  such  well  or  welts  are  either  shut-in  or 
production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paving 
quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has  been  drilled  but  not  fraced  shall  be  deemed  capable  of 
producing  in  paying  quantities.  If  for  a  period  of  ninety  (90)  consecutive  days  such  well  or  wells  are  shut-in  or  production 
therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  fifty  dollars  ($50.00)  per  acre  then  covered  by 
this  Lease  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day 
period  while  the  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided,  however  that  if  this 
Lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the 
leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following 
cessation  of  such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and 
agreed  that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment 
ot  shut-in  royalty  for  more  than  a  single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher  of  the 
proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances  produced  and 
saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the  higher  of  the 
market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding  anything  to  the 
contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee,  in  no  event  shall  any  of  Lessor's 
royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of  lifting,  gathering 
dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or  marketing  or  for* 
construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating  oil  or  gas 
produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than  or  less 
than  Lessee  in  sales  to  nonaffiliates. 

As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than 
ten  percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 
outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee 


^JtSS  T  Ptf  rCent^0%)  of  "f  ^standing  voting  interest  of  both  the  Lessee  and  the  other  corporation,  joint  venture 
partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 

«hh1c    Paymef!?S'  AU  Shut_in  ?T  °ther  roya,tv  Pavments  »»der  this  Lease  shall  be  paid  or  tendered  to  Lessor  at  the  above 

2?  HUSS°r  S         ?  SUCh  dCP0Sit017  inStitUti°n  aS  LeSS°r  ^  »rovide  w"«-  -tice  of  from 
time  to  time.  All  payments  or  tenders  may  be  made  in  currency,  by  check  or  by  draft. 

^Jhnl  C°nti""ous  Drilling  Ohlipations.  If  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (a 
dry  hole  )  on  the  leased  premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  payfng  ities) 
permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries  pursuant  to  the  provision .  offioH^X 
action  of  any  governmental  authority,  then  in  the  event  this  Lease  is  not  otherwise  being  maintained  in ^  force  it  shall 

Ztl  a2m  2?  Tme  °r,  Pr°dUCti0n  °n  ,he  'eaSed  Premises  0r  Iands  P°oIed  therewith  within  one  hundred 

twenty  (120)  days  after  complete  of  operations  on  such  dry  hole  or  within  one  hundred  and  twenty  (120)  days  after  such 

cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  Lease  is  not  oSse  beina 

maintamed  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  operations  reasonabl^ca  culateTto  obtain 

or  restore  production  therefrom,  this  Lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  or^rationTat^ecuteS 

oTl"  ruCntf™0"^  "T*  (,90)  TS6CUfl,iVe  ^  "nd  if  any  SUCh  °perations  resul« in  the  prolXofoi  orlas 
lanolin  fh      covered  hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or 
lands  pooled  therewith.  After  completion  of  a  well  capable  of  producing  in  paying  quantities  hereunder  Lessee  sha  I  drH 
such  addmonal  wells  on  the  ieased  premises  or  lands  pooled  therewith  as  a  t^^^j^JS^^  und  r  *e 

nZir  *  C',rCUTanCeS  W  ,0  ,deVel°P  11,6  l6aSed  Premises  as  t0  formati0^  *«  ^Pable  of  produces  in  Jying 
quantities  on  the  leased  premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from  uncompeS 

weTor  a^v  7^1?  f  "T"  °"  T  ^  There  sha11  be  "°  covenantTdr,  expTor S£ 

wells  or  any  additional  wells  except  as  expressly  provided  herein. 

6.     poling  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interests 

erther  before  o  after  the  commencement  of  production,  whenever  Lessee  deems  it  necessary  or  proper  to  do  so  in  order  to 
prudently  develop  or  operate  the  leased  premises,  whether  or  not  similar  pooling  authorityTxists  wift  respect  to  such  other 
ands  or  interests;  provided  however,  that  the  entire  leased  premises  covered  by  this  Lease  shall  be  included  in  any uni 
created  pursuan  to  the  pooling  authority  granted  herein.  The  unit  formed  by  such  pooling  for  an  oil  well  which  7not  a 
horizontal  complete  shall  not  exceed  eighty  (80)  acres  plus  a  maximum  acreage  tolerance  of  ten  percent (1 0%fand  fo  a 

Zce:u7^0Z??/r?T"  Sha"  ^  T?  ^  hU"dred  f0rty  (640)  aCreS  P'US  8  ^imum  acreage\o^ice  of  L 
percent  (10%),  provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas  well  or  horizontal  completion  to  conform  to 

any  weH  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority  having  jurisdicZ  o 

do  so.  For  the  purpose  of  the  foregoing,  the  terms  "oil  well"  and  "gas  well"  shall  have  the  meanings  prescribed  by  app  cab  e 

law  or  the  appropriate  governmental  authority,  or,  if  no  definition  is  so  prescribed,  "oil  well"  means  a  well  wYtti  ^  initial l  T- 

o,l  ratio  of  less  than  100  000  cubic  feet  per  barrel  and  "gas  well"  means  a  well  with  an  initial  gas-oil  ratio  of  100  00 >  cuWc 

flZr/  ¥1- barreI'  baSed,°n  24-h°Ur  Pr0dUC,i°n  t6St  C°nduCted  Under  normal  Produci«g  co8ndi,io„7using  tandard  lea^e 
separator  faciht.es  or  equivalent  testmg  equipment;  and  "horizontal  completion"  means  a  well  in  which  the  horizontal 
component  of  the  gross  completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof.  In  exercising  te  Zing 
rights  hereunder,  within  n.nety  (90)  days  of  first  production,  Lessee  shall  file  of  record  a  written  declaration  describing  hf 

T  Ih        g  f  fT'  ^  °f  P°°ling  Whi°h  may  be  retr0aCtiVe  to  first  production-  In  *e  eventtTsorTSe  i 
wh  chfncnl^'  f    ,     °r  S  aCT?  tUU  "e  inClUded-  Pr0dUCti0n'  or  reworki"g  "Prions  anywhere  on  a  unk 

^1 Z         ^uTld  Sha"  **  lM-*d  45  if  "  W6re  Potion,  "rilling  or  reworking  operations  on  the  leased 

premises,  except  that  the  production  on  which  Lessor's  royalty  is  calculated  shall  be  that  proportion  of  the  total  unk 
production  which  the  net  acreage  covered  by  this  Lease  and  included  in  the  unit  bears  to  the  total  gToss  acreage inTe  un" 

r?2h  Z'noTttrbT^-'T'68  Sha11  ^  6Xh/USt  LeSSee'S  P0Oli"g  rights  hereunder>  «*  Lessee  shall  have  the  recuS 
r.ght  but  not  the  obl.gation  to  revise  any  unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after 

™rn^  !,lPr0tdUr0n' m  °rd?  ,0  COnf0ml  ,0  the  We"  SpaCing  °r  densitv  pattern  Prescribed  °r  permitted  by  the 
governmenta  authority  having  jurisdiction,  or  to  conform  to  any  productive  acreage  determination  made  bv  such 

united  Iti  aT°T  !"  m^™h  a  revision'  Lessee  sha"  f'e  of  record  a  written  declaration  dtcribTnffte  revi^  d 
unit  and  stating  the  effective  date  of  revision.  If  the  leased  premises  are  included  in  or  excluded  from  the  unit  by  virtue  of 

accorZr";  *  "IT"'0"  °f  "n,t  Paction  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted 
ESSZf*     the  ab!'nce  0ffprod"ct,on  !n  quantities  from  a  unit,  or  upon  permanent  cessation  thereof,  Lessee  may 

IZnl  „  n  t  y  I'",8  reCOTd  3  Wntten  declaration  describing  the  unit  and  stating  the  date  of  termination.  Pooling 
or  ZtZt  f  °Z  T  8  crosKs-conveyance  of  interests.  If  this  lease  now  or  hereafter  covers  separate  tracts,  no  pooling 
or  unitization  of  royalty  interest  as  between  any  such  separate  tracts  is  intended  or  shall  be  implied  or  result  merely  from  the 

'"IT"  °/ S"Ch  !epaT  «T  Wi,hi"  th.is  Lease  but  Lessee  sha"  nevertheless  have  the  right  to  pool  as  provided  above  with 
wT—  Z  0fZ°duCtl0n  35  above  provided-  As  ^  in  ^  Paragraph,  the  words  "separate  tract"  mean  any  tract 
with  royalty  ownership  diflfermg,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  as  to  any  other  part  of  the  leased 
premises. 

7      Partial  Interests    If  Lessor  owns  less  than  the  full  mineral  estate  in  all  or  any  part  of  the  leased  premises,  the 
oyalties  and  shut-in  royalties  payable  hereunder  for  any  well  on  any  part  of  the  leased  premises  or  lands  pooled  therewkh 
shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased  premises  bears  to  the  full  mineral  estate  in 
such  part  or  the  leased  premises. 

8.  Assignment.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred 
in  whole  or  in  part,  by  area  and/or  by  depth  or  zone,  and  the  rights  and  obligations  of  the  parties  hereunder  shall  extend  to 
their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns;  provided,  however,  if  Lessee  is  to  assign 
any  part  of  this  Lease  it  shall  give  written  notice  to  the  then  president  of  the  Home  Owners  or  Neighborhood  Association  if 
applicable,  at  least  thirty  (30)  days  before  doing  so.  No  change  in  Lessor's  ownership  shall  have  the  effect  of  reducing  the 
rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  in  ownership  shall  be  binding  on  Lessee  until  thirty 


2 


(30)  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly  authenticated  copies  of  the  documents  establishing 
such  change  of  ownership  to  the  reasonable  satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirement! 
contained  in  Lessee  s  usual  form  of  division  order.    Except  as  otherwise  stated  herein,  if  Lessee  transfers  its  interest 

S?"  In0'6  V*u  ^  ^CSSee  ShaU  **  reHeVed  °f  a"  ob,igations  Rafter  arising  with  respect  to  the  transferred 
merest,  and  fa, lure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the  transferred  interest  shall  not  affect  the 

nn^L  If  KS*Tu  V"?  mtereSt  n0t  S°  transferred'  If  Le^ee  transfers  a  full  or  undivided  interest  in  all  or  any 

portion  of  the  area  covered  by  th.s  Lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between 
Lessee  and  the  transferee  in  proportion  to  the  net  acreage  interest  in  this  Lease  then  held  by  each. 

form9nr  ^'f56  ^  VertlCal  °la;'T:  LeSSee  may'  at  any  time  "*  from  time  t0  time'  d*[™  to  Lessor  in  recordable 
form  or  file  of  record  a  written  release  of  th,s  Lease  as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered 

™  T  °\  P  f  °r  f  7/  thereunder>  sha»  thereuP™  be  relieved  of  all  obligations  thereafter  arising  with 
espect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  covered  hereby 
Lessee  s  obligation  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance  with  the  net  acreage 
merest  retained  hereunder.  In  any  event,  upon  termination  of  this  Lease,  Lessee,  its  successors  or  assigns,  shall  deliver  To 
Lessor  a  recordable  refcase  as  to  such  portion  or  portions  of  this  Lease  which  have  terminated  under  the  Terms  of  this  Lease 
Upon  the  expiration  of  the  pnmary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of  the  primary  term 
or  after  cessation  of  operations  as  prov.ded  herein,  whichever  occurs  last,  this  Lease  shall  terminate  as  to  all  rights  lying 
below  one  hundred  feet  (100*)  below  either  (1)  the  deepest  depth  drilled  in  any  well  drilled  on  the  leased  premises  Ton  hurt 

an !  mTh  °M  }  He  T^!**  eqUiVa'ent  °f  baSe  °f  the  deePest  formation  Produci"g  or  capable  of  producinTin 
any  well  dnlled  on  the  leased  premises  or  on  lands  pooled  therewith,  whichever  is  the  deepest;  provided,  however  if  Lessee^ 
is  then  engaged  in  operations  on  the  leased  premises  or  on  lands  pooled  therewith,  this  Lease  shall  remain  in  full  force  and 
effect  as  to  all  depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations. 

10.  Waiver  of  Surface  X  fse.  Notwithstanding  anything  to  the  contrary  in  this  Lease,  Lessee  shall  not  enter  upon  the 
surface  of  cross  over  place  any  structure  or  building  upon  or  conduct  any  operations  (excluding  geophysical/seismic 
operations)  on  the  leased  premises  or  within  six  hundred  feet  (600')  of  the  leased  premises.  Lessee  shall  only  develop^ 

S^T-SLTiT  "H!"  hCreiu;  °riy  direCti°naI  °f  h0riz°ntaI  commenced  from  a  surface  location  on 

otne  lands    Lessee  shall  make  all  reasonable  efforts  not  to  use  residential  or  neighborhood  streets  or  thoroughfares  in 
developing  the  leased  premises,  any  lands  pooled  therewith  or  otherwise. 

ch  i.1  L  J*TT'  N°iSe  leufIS  associated  with  Lessee's  operations  related  to  the  drilling,  completion  and  reworking  of  wells 
shall  be  kept  to  a  reasonable  minimum,  taking  into  consideration  reasonably  available  equipment  and  technology  in  the  oil 
and  gas  industry,  the  level  and  nature  of  development  and  surface  use  elsewhere  in  the  vicinity  of  Lessee's  drill  sites  and  the 
fact  Lessee  s  operations  are  being  conducted  in  or  near  an  urban  residential  area.  If  Lessee  utilizes  any  non-electric-powered 
equipment  in  ite  operations,  Lessee  shall  take  reasonable  steps  to  muffle  the  sound  therefrom  by  installing  a  noise 
suppression  muffler  or  like  equipment 

.  n12/  R^tory  Requirements  and  Force  Majeure.  Lessee's  obligations  under  this  Lease,  whether  express  or  implied 
shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental  authority  having  jurisdiction' 
including  environmental  regulations,  setback  requirements,  restrictions  on  the  drilling  and  production  of  wells,  and  the  price 
of  oil  gas  and  otfier  substances  covered  hereby.  To  the  extent  any  such  laws,  rules,  regulations  or  orders  are  less  restrictive 
than  the  terms  of  th.s  Lease,  this  Lease  shall  control.  When  drilling,  reworking,  production  or  other  operations  are  prevented 
or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment,  services 
material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage  rebellion' 
insurrection,  not,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of  purchasers* 
or  earners  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's  control  this  Lease  shall 
not  terminate  because  of  such  prevention  or  delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be 
added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied  covenants  of  this  Lease  when 
drilling,  production  or  other  operations  are  so  prevented,  delayed  or  interrupted. 

13.  Indemnity.  Lessee  hereby  releases  and  discharges  Lessor  and  the  owner  of  the  surface  estate,  along  with 
their  officers,  employees,  partners,  agents,  contractors,  subcontractors,  guests  and  invitees,  and  their  respective  heirs, 
successors  and  assigns  (collectively  the  "Lessor  Parties"),  of  and  from  all  and  any  actions  and  causes  of  action  of  every 
nature,  or  other  harm,  including  environmental  harm,  for  which  recovery  of  damages  is  sought,  including,  but  not 
limited  to,  all  losses  and  expenses  which  are  caused  by  the  activities  of  Lessee,  its  officers,  employees  and  agents 
arising  out  of,  incidental  to  or  resulting  from,  the  operations  of  or  for  Lessee  on  or  under  the  leased  premises  or  at  the 
drill  site  or  operations  site  or  that  may  arise  out  of  or  be  occasioned  by  Lessee's  breach  of  any  of  the  terms  or 
provisions  of  this  Lease,  or  by  any  other  negligent  or  strictly  liable  act  or  omission  of  Lessee,  Further,  Lessee  hereby 
agrees  to  be  liable  for,  exonerate,  indemnify,  defend  and  hold  harmless  the  Lessor  Parties  against  any  and  aU  claims, 
liabilities,  losses,  damages,  actions,  property  damage,  personal  injury  (including  death),  costs  and  expenses,  or  other 
barm  for  which  recovery  of  damages  is  sought,  under  any  theory  including  tort,  contract,  statute  or  strict  liability, 
including  attorney  fees  and  other  legal  expenses,  including  those  related  to  environmental  hazards  on  or  under  the 
leased  premises  or  at  the  drill  site  or  operations  site  or  in  any  way  related  to  Lessee's  failure  to  comply  with  any  and 
a"  environmental  laws;  ari^ng  from  or  in  any  way  related  to  Lessee's  operations  or  any  other  of  Lessee's 
activities  in,  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site;  those  arising  from  Lessee's  use  of 
the  surface  or  subsurface  of  the  leased  premises;  and  those  that  may  arise  out  of  or  be  occasioned  by  Lessee's  breach 
of  any  of  the  terms  or  provisions  of  this  Lease  or  any  other  act  or  omission  of  Lessee,  its  directors,  officers,  employees, 
partners,  agents,  contractors,  subcontractors,  guests,  invitees  and  their  respective  successors  and  assigns.  Each 
assignee  of  this  Lease,  or  of  an  interest  herein,  agrees  to  be  liable  for,  exonerate,  indemnify,  defend  and  hold  harmless 
the  Lessor  Parties  in  the  same  manner  provided  above  in  connection  with  the  activities  of  Lessee,  its  officers 
employees  and  agents  as  described  above.  EXCEPT  AS  OTHERWISE  EXPRESSLY  LIMITED  HEREIN,  ALL  OF 
THE  INDEMNITY  OBLIGATIONS  AND/OR  LIABILITIES  ASSUMED  UNDER  THE  TERMS  OF  THIS  LEASE 
SHALL  BE  WITHOUT  LIMITS  AND  WITHOUT  REGARD  TO  THE  CAUSE  OR  CAUSES  THEREOF 
(EXCLUDING  PRE-EXISTING  CONDITIONS),  STRICT  LIABILITY  OR  THE  NEGLIGENCE  OF  ANY  PARTY 
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OR  .PARTIES  (INCLUDING  THE  NEGLIGENCE  OF  THE  INDEMNIFIED  PARTY}  WHFTHFli  a,™ 
NEGLIGENCE  BE  SOLE,  JOINT,  CONCURRENT,  ACTIVE  OR  PASSIVE.  W™1™*  SUCH 

it 14-  no,ifs  re£miied  or  contemplated  by  this  Lease  shall  be  directed  to  the  party  being  notified  at  the 

address  identified  above,  unless  notice  of  another  address  has  been  provided  in  writing.  All  such  Sees shall  be made  bv 
registered  or  cert,fied  mail,  return  receipt  requested,  unless  another  means  of  delivery  is  expressly  stated  * 

15.    No  Warranty  of  Title.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  surface  or  mineral  estate  in 
the  leased I  premises  or  any  portion  of  or  interest  therein.  All  warranties  that  might  arise  by  common  law  oXitorute 

£Z  7JT  n0V'm,trdH,°  Se„CtiO\5  0l3  °f<he  Texas  P"**«y  Code  <«  *  ^Vor)  are  excluded  By  alpLnce  S 
%S       i   «  S  *?  1 1,35  bee"  give"  fu"  °PPOrtmi«y  <°  ^estigate  and  has  conducted  sufficientKigation 

to  satisfy  itself  as  to  the  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures.  investigation 

1 6-    Top  Leasing  Permitted.  There  shall  be  no  prohibition  or  limitation  on  top  leasing. 

obligL^  ^  ^  ^ this  Le-  Sha»  ,ie  «■  bounty,  Texas,  where  al, 

18.    Off-Site  Drillsite   As  a  result  of  land  development  in  the  vicinity  of  the  lease  premises,  governmental  rules  or 
ordinances  regarding  well  sites,  and/or  surface  restrictions  as  may  be  set  forth  in  this  lease  and/or  other\ases7n  the  vTc inity 
surface  locations  for  well  sites  in  the  vicinity  may  be  limited  and  Lessee  may  encounter  difficulty  securing  surface  locaZ£ 

flowed  ™  rr  s  or  er  opeTnr Therefore' since  drnun&  reworkin^         « 1^  *  no 

S  1  f  th^f  PremiSCS  °r  0therJeafeS  m  Vici"ity>  *  is  agreed  that  such  aerations  conducted  at  a  surface 
location  off  of  the  lease  premises  or  off  of  lands  with  which  the  lease  premises  are  pooled  in  accordance  with  this  lease 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other 
operations  under  the  lease  prem.ses  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations 
conducted  on  the  lease  premises.  Nothing  contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or 
pooling  provisions  or  restrictions  contained  in  this  lease,  except  as  expressly  stated. 

19.  Option  to  Extend.  Lessee  is  hereby  given  the  option,  to  be  exercised  prior  to  the  date  on  which  this  lease  or  any 
portion  thereof  would  expire  in  accordance  with  its  terms  and  provisions  of  extending  this  lease  for  a  period  of  two  (2)  years 
as  to  all  or  any  portion  of  the  acreage  then  held  hereunder  which  would  expire  unless  so  extended.  The  only  action  required 
by  Lessee  to  exercise  such  option  being  the  payment  to  Lessor  (or  for  Lessor's  credit  at  the  depository  bank  named  herein) 
and/or  such  parties  entitled  under  any  change  of  ownership  according  to  Lessee's  records,  an  additional  consideration  of  the 
sum  of  Fifteen  Thousand  Dollars  ($15,000.00)  per  net  mineral  acre  owned  by  the  party  entitled  to  such  payment  at  such  time 
ot  extension,  in  the  acreage  so  extended.  If  this  lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  hereby 
Lessee  shall  designate  such  portion  by  a  recordable  instrument. 

20.  Miscellaneous.  This  Lease  is  entered  into  in  the  State  of  Texas  and  shall  be  construed,  interpreted  and  enforced  in 
accordance  with  the  laws  of  the  State  of  Texas  without  reference  to  choice-of-law  rules.  Should  any  of  the  provisions  herein 
be  determined  to  be  invalid  by  a  court  of  competent  jurisdiction,  it  is  agreed  that  this  shall  not  affect  the  enforceability  of  any 
other  provision  herein  and  that  the  parties  shall  attempt  in  good  faith  to  renegotiate  that  provision  so  determined  to  be  invalid 
to  effectuate  the  purpose  of  and  to  conform  to  the  law  regarding  such  provision.  The  section  titles  appearing  in  this  Lease  are 
for  convenience  only  and  shall  not  by  themselves  determine  the  construction  of  this  Lease.  This  Lease  may  be  executed  in 
one  or  more  counterparts,  each  of  which  shall  be  deemed  an  original,  but  all  of  which  shall  constitute  one  and  the  same 
instrument.  Singular  and  plural  terms,  as  well  as  terms  stated  in  the  masculine,  feminine  or  neuter  gender,  shall  be  read  to 
include  the  other(s)  as  the  context  requires  to  effectuate  the  full  purposes  of  this  Lease. 

IN  WITNESS  WHEREOF,  this  Lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon 
execution  shall  be  binding  on  each  signatory  and  the  signatory's  heirs,  devisees,  executors,  administrators,  successors  and 
assigns,  whether  or  not  this  Lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 

LESSOR/S: 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


This  instrument  was  acknowledged  before  me  on  the  day  of  *3u,A 

Bruce  Watson. 


_,  2008,  by  Claudette  L  and  Leonard 


JOHN  M.  BURROSS 

Notary  Public,  State  of  Texas 

My  Commission  Expires 

April  04,2012 

NBtary  Public,  State  of  Texas 


TV\.  Rhuu*XK 


Exhibit  WAW 


Block  7,  Lots  29  and  29AR 

Willow  Lake  Addition 

City  of  Fort  Worth,  Tarrant  County,  Texas 

0.1440  acres,  more  or  less 
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